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IN THE MATTER OF THE
APPLICATION OF EPCOR WATER
ARIZONA INC. FOR A
DETERMINATION OF THE CURRENT
FAIR VALUE OF ITS UTILITY PLANT
AND PROPERTY AND FOR
INCREASES/DECREASES IN ITS
RATES AND CHARGES BASED
THEREON FOR UTILITY SERVICE BY
ITS AGUA FRIA, ANTHEM, MOHAVE,
SUN CITY, AND SUN CITY WEST
WASTEWATER DISTRICTS AND FOR
CONSIDERATION OF
CONSOLIDATION AND DE-
CONSOLIDATION PROPOSALS

RESPONSE TO MR. BOTHA'S
FILING
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Commis s ione r
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20 Through th is  tiling , EP COR Wa te r Arizona  Inc. ("Compa ny") re s ponds  to  the  filing

21 ma de  by Mr. Botha , a n inte rve nor in  this  proce e ding, re que s ting a dditiona l informa tion.

22 As  note d in his  filing, Mr. Botha  ma de  a  da ta  re que s t to the  Compa ny on Augus t 9, 2016,

23 s e e king informa tion s imila r to  the  informa tion he  s e e ks  in  his  filing. In  tha t da ta  re que s t,

24 Mr. Botha  re que s te d a s  follows :

25

26

Cons e que ntly, p le a s e  will Epcor ma il a  s imila r b rochure  to  a ll cons ume rs  with  the
fo llo win g  in fo rm a tio n  c o m p a rin g  th e  five  d is t ric ts  in  th e  s a m e  wa y th e y d id
p re vious ly:
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revenue  increases  by fa ir va lue  ra te  base , revenue  increase  and percentage
increase, including the dollar amounts of the percentage increase

current res identia l ra te , the  s tand-a lone  proposed ra te  and consolida ted ra te ,
including any phase-in ra tes  if appropria te

wastewate r trea tment facility
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6 In response  to Mr. Botha 's  request, the  Company submitted a  response  on August

7 10, 2016. A copy of the  request and initia l response  (without a ttachments) is  a ttached as

8 Exhibit A. In tha t response , in addition to expla ining tha t the  notice  published by the

9 Company was required by the  Commission, the  Company expla ined tha t it could not

10 project with certa inty the  Company's  ra tes  in 2021 :
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The  variables  tha t a ffect the  cos ts  and resulting ra tes  for any dis trict a re  numerous
and specula tion a s  to the  cos ts  of Power, Labor, Insurance , Taxes , Ma intenance ,
De pre cia tion, a nd Ca pita l cos ts  ne e de d to compute  future  ra te s  would not be a r a
meaningful projection through a  pe riod a s  fa r in the  future  a s  2021. By re fe rencing
the  mate ria l provided in this  case , an Inte rvenor may choose  to ca lcula te  his  or he r
own projections  ba sed on the  te s t yea r informa tion provided by the  Company and
insert his  or her own assumptions as  to expenses using the  ra te-making formula .
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14

15 Following tha t response , Mr. Botha  sought additiona l information regarding the

16 Company's  projected capita l expenditures  for both the  water and wastewater dis tricts

17 through 2021. The  Company provided supplementa l information to Mr. Botha  on Augus t

18 15, 2016, regarding prob ected wastewater capita l expenditures for the following ten years

19 (this  information was  a lso se t forth in the  Company's  workpapers  which the  Company

20 provided to Mr. Botha  a t the  outse t of the  case).

21 In this  tiling, Mr. Botha  continues  to seek both wate r and was tewate r information

22 by dis trict and to require  the  Company to project ra te  and revenue increases through 2021

23 and 2026. With regard to projections  for future  wastewater ra tes , the  Company continues

24 to object tha t the  information is  too specula tive  for the  Company to provide  accura te

25 projections . In addition, given the  inherent uncerta inty of tha t in fonna tion, it would not be

26 prudent for the  Company to specula te  on these  ra tes  in a  filing provided to a ll customers .
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1 With regard to the  request for projections  for the  water dis tricts , in addition to the

2 issues noted above for the wastewater districts , the  Company objects  on relevance grounds

3 as this is  not a  water rate  case and none of the water districts are seeking rate increases or

4 consolida tion in this  case . The  wate r dis tricts  will be  part of a  future  filing as  ordered by

5 the  Commiss ion in Decis ion No. 75268.1
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25

26

As  note d in  the  initia l re s pons e  to  Botha  DR2.1, by "re fe re ncing the  ma te ria l

provide d in this  ca se , a n Inte rve nor ma y choose  to ca lcula te  his  or he r own prob s e ctions

based on the  tes t year information provided by the  Company and insert his  or her own

assumptions  as  to expenses  us ing the  ra te-making formula ." The  Company has  met with

Mr. Botha  multiple  times . The  mos t recent mee ting was  to give  a  de ta iled explana tion of

the  information which is  included in the  Company's  workpapers  in the  current filing. The

Company a lso met with Mr. Botha  on three  other occasions  to expla in the  ra temaking

process  and to expla in the  de ta il of previous  ra te  applica tions . However, the  information

that Mr. Botha seeks in his  filing continues to be  obi ectionable  on re levance grounds, to

the  extent it seeks water dis trict information, and is  specula tive  and a lso not ca lcula ted to

lead to the  discovery of admissible  evidence, to the  extent it seeks to require  the  Company

to proje ct ra te s  a nd re ve nue s  in future  te s t ye a rs  a s  a  me a ns  to compa re  the  ra te s  to the

curre nt re que s t.

As noted above, the  Company has  provided to Mr. Botha  (and other interveners

requesting this  data), the  information necessary to make projections based on their own

a s s umptions .

1 Decis ion No. 75268 required tha t the Company file a  ra te case for a ll of its  water dis tricts  no la ter than July 1, 2018.
See Decis ion No. 75268 a t 90.
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1

2 For the  re a s ons  s e t forth a bove , the  Compa ny re s pe ctfully re que s ts  tha t the

3 Adminis tra tive  La w J udge  de ny Mr. Botha 's  re que s t to  re quire  the  Compa ny to  provide  the

4 informa tion re que s te d  in  h is  filing .

CONCLUSION

RESPECTFULLY SUBMITTED this  2nd day of September, 2016.

5
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8
LEWIS  ROCA ROTHGERBER CHRIS TIE, LLP
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Thomas Campbell
Michael T. Heller
201 E. Washington Street
Phoenix, AZ 85004
Attorneys  for EPCOR Wate r Arizona  Inc.
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U ORIGINAL AND thirte e n (13) copie s
of the  foregoing filed
this  2nd day of September, 2016, with:
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389

The  Arizona  Corpora tion Commiss ion
Utilitie s  Divis ion - Docke t Control
1200 W. Washington Street
Phoe nix, Arizona  85007

Copy of the  foregoing hand-de livered
this  2nd day of September, 2016, to:
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Thomas Broderick
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 W. Washington Street
Phoe nix, Arizona  85007

Dwight Node s
Chie f Adminis tra tive  Law Judge , Hea ring Divis ion
1200 W. Washington Street
Phoe nix, Arizona  85007

2010796788_1 4



I

1

2

3

4

J a n ice  Alwa rd
Chie f Couns e l, Le ga l Divis ion
Arizona  Corpora tion  Commis s ion
1200 W. Wa s hington S tre e t
P hoe n ix, Arizona  85007

Copy of the  fore going e ma ile d a nd/or ma ile d
this  2nd da y of S e pte mbe r, 2016 to the  following:
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Miche le  Van Qua them, PLLC
7600 n. 15"' St., Suite  150-30
Phoenix, Arizona  85020
mvq@mvqla w.com
Attorney for Ve rrado Community Associa tion, Inc.
DMB Ve rra do Golf I LLC, a nd Ve rra do ARC LLC
Cons ented  to  Service  by Email
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Gre g P a tte rs on
Munge r Cha dwick
916 We s t Ada ms , S uite  3
P hoe nix, Arizona  85007
Attorne y for We s te rn  Infra s tructure  S us ta ina bility Effort
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Re gina  S ha nna -S a bors ky
Government Affa irs  Committee  Member
Comte  Bella  Country Club Homeowner's  Associa tion
22155 North Miss ion Drive
Sun City West, Arizona  85375
Rsaborsky@cox.net
Cons ented to  Service by Email
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Dougla s  Edwa rds
13517 W. S ola  Drive
S un City We s t, Arizona  85375
d.e dwa rds 795@ ya hoo.com
Co n s e n te d  to  S e rvic e  b y Ema il21

22

23

Dia ne  S mith
13234 W. Ca brillo  Drive
S un City We s t, Arizona  85375
S kyla r_98@ q.com
Co n s e n te d  to  S e rvic e  b y Ema il24

25

26
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1 Gre g Eis e rt, Dire ctor
S te ve n P uck, Dire ctor
S un City Home  Owne rs  As s ocia tion
10401 W. Coggins  Drive
S un City, Arizona  85351
g re g e is e rt@ g ma il.c o rn
S te ve n.pu51<@ cox.ne t
Co n s e n te d  to  S e rvic e  b y Ema il
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Frederick G. Botha
23024 N. Giovata Dr.
Sun City West, Arizona 85375
fgbotha45@gmaiLcom
Consented to Service by Email
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Danie l W. Pozefsky
Chief Counse l
Res identia l Utility Consumer Office
l l 10 West Washington St., Suite  220
Phoenix, Arizona  85007

Al Gervenack, Director
Gove rnment Affa irs  Cha irman
Sun City West Proerty Owners  & Residents  Associa tion
13815 Camino De  Sol
Sun City West, Arizona  85372
al.gervenack@porascw.org
rob.robbins@porascw.org
Cons ented to  Service by Email
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Fra nce s  A. Noe , Advis ory Committe e , Cha inma n
11756 W. Da le y La ne
S un City We s t, AZ 85373
noe shome s@e a rth1ink.ne t
Co n s e n te d  to  S e rvic e  b y Ema il
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J e nna  R. Kohl, Community Exe cutive  Office r
Roge r G. Willis , Vice  P re s ide nt
Cha ir, Anthe m Utilitie s  P a ne l
Anthe m Community Council,  Inc .
3701 We s t Anthe m Wa y, S uite  201
Anthe m, Arizona  85086
jkohl@ a nthe mcouncil.com
roge r@ willis -home .com
Co n s e n te d  to  S e rvic e  b y Ema il
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William R. Hansen
12302 Wes t Swallow Drive
Sun City Wes t, Arizona  85375

Ste phe n L. S ible y
10214 West Desert Rock Drive
Sun City, AZ 85351
FribleySL@ao1.com
Cons ented  to  Service  by Email
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Miche lle  Ha rris
20375 W. Springfie ld Stree t
Buckeye , AZ 8535 l
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Ga ry T. Os ie r, Boa rd Cha rima n
GP O- 18 Condominium As s ocia tion
9714  We s t Gulf Hills  Drive
S un City, Arizona  85351
H2os ie rs @ ya hoo.com
Co n s e n te d  to  S e rvic e  b y Ema il

14

15

16

17

18

L u

WE

WE

LM

»-192ao
Rx

L U
_,G

fr
@

19

Meghan H. Grabe l
Kimbe rly A. Ruht
Osborn Maledon, PA
2929 North Centra l Avenue, Ste . 2100
Phoenix, Arizona  85012
Attorneys  for Arizona  Inves tment Council
kruht@omla w.com
mgrabe l omla w.com
gyaquinto@arizona ic.org
Cons ented  to  Service  by Email20

21

22

Je ffrey W. Crocke tt
Crocke tt La w Group, PLLC
2198 East Camelback Road, Ste. 305

23

24

25

P hoe nix, AZ 85016
Attorne y for Rus s e ll Ra nch Home owne rs ' As s ocia tion  Inc.
je ff@ je ffcrocke ttla w.com
rs pra dlinrr@ g1na il.com
Co n s e n te d  to  S e rvic e  b y Ema il
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Bra d Holm, City Attorne y
Monique  Cordy, Ass is tant City Attorney
City of Phoenix
200 West Washington, Ste . 1300
Phoenix, AZ 85033-1611
Monique .coady@phoenix.gov
Convented  to  Service  by Email
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COMPANY:
DOCKET NO:

EPCOR Water Arizona Inc.
WS-01303A-16-0145

Response provided by:
Title:

Sarah Mahler
Rates Manager

Address: 2355 w. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027

Company Response Number: Botha 2.1 Page 1 of 3

The purpose of these data requests is to assist consumers in evaluating the
options provided by Epcor on consolidation/deconsolidation of its wastewater
facilities in the Agua Fria, Anthem, Mohave, Sun City and Sun City West districts
on the Arizona Corporation Commission (ACC) Docket No. WS-01303A-16-0145

In June, 2o16, Epcor mailed consumers a brochure with information on their
wastewater revenue and expenses for the test year 2015. While this was
requested by Residential Utility Consumer Office (RUCO) and is of value, it can be
misleading and does not provide consumers with sufficient information to decide
whether to support consolidation/ reconsolidation.

To make informed decisions consumers need to know what their total combined
monthly water and wastewater costs are projected to be at the end of 2021 after
many of Epcor's proposed capital equipment improvements have been made -
irrespective of what RUCO's requests for information are in the docket now. To
calculate these projections Epcor needs to make whatever assumptions are
necessary until 2021 on capital used, volumes and number of consumers.

Consequently, please will Epcor mail a similar brochure to all consumers with the
following information comparing the five districts in the same way they did
previously:

a revenue increases by fair value rate base, revenue increase and
percentage increase, including the dollar amounts of the percentage
increase

b current residential rate, the stand-alone proposed rate and consolidated
rate, including any phase-in rates if appropriate

C wastewater treatment facility

This information should avoid the costly mistakes made earlier when up-to-date
information was not provided and Anthem did not initially realize how much they
were paying for facilities they were not even using. Consequently Anthem decided
to attempt to opt out of the Agua Fria district and were successful. Now that
calculations for consolidation/ reconsolidation based on 2015 figures seem to
show they could reduce their wastewater costs, they want to return - confirming the
previous Chairman of the ACC's statement that he made a mistake by excluding
them previously. At what cost to himself and to consumers?

201070961l_l



COMPANY:
DOCKET NO:

EPCOR Water Arizona Inc.
WS-01303A-16-0145

Response provided by:
Title:

Sarah Mahler
Rates Manager

Address: 2355 W. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027

Company Response Number: Botha 2.1 Page 2 of 3

Who knows what Anthem and other communities will want to do when they see
their projected water and wastewater costs at the end of 2021? It is too difficult to
predict. It is not surprising that Corte Bella support consolidation because their
costs are the highest.

To avoid any subsequent costly and time-consuming decision reversals by
communities after 2016, it is essential to discuss realistic figures for 2021 now.
Relying on those figures for 2015 requested by RUCO would only increase the
risks of delay?

Shawn Bradford, a senior executive of Epcor, accepted this suggestion when he
addressed a recent meeting at Corte Bella and confirmed that Epcor would attempt
to provide consumers with such information.

The notice sent in June was required by the Arizona Corporation Commission (not
by RUCO) pursuant to a Procedural Order dated June 3, 2016, which is the
Commission's standard practice for utility rate cases.

Your Data Request seeks another set of reference material with the following:

a revenue increases by fair value rate base, revenue increase and percentage
Increase, Include/ng the dollar amounts of the percentage Increase

b current residential rate, the stand-alone proposed rate and consolidated rate,
including any phase-in rates if appropriate

c wastewater treatment facility

2010709611_1
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COMPANY:
DOCKET NO:

EPCOR Water Arizona Inc.
ws-01303A-16-0145

Response provided by:
Title:

Sarah Mahler
Rates Manager

Address : 2355 W. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027

Company Response Number: Botha 2.1 Page 3 of 3

The Company included the requested information for the current test year in the
Commission-required customer notice that is attached to this data response.
(Please see the file labeled "Botha 2.1 Required Notice.pdf"). This required notice
was mailed to all Wastewater customers affected by the current rate case
application (Docket Number WS-01303A-16-0145).

The Company also distributed educational material during community meetings to
help customers understand the capital needs of each Wastewater district. This
was not a Commission-required mailing. That reference material is attached in the
file labeled "Botha 2.1 Educational Material.pdf'. The material is also available on
the Company's website.

The variables that affect the costs and resulting rates for any district are
numerous and speculation as to the costs of Power, Labor, Insurance, Taxes,
Maintenance, Depreciation, and Capital costs needed to compute future rates
would not bear a meaningful projection through a period as far in the future as
2021. By referencing the material provided in this case, an Intervenor may choose
to calculate his or her own projections based on the test year information provided
by the Company and insert his or her own assumptions as to expenses using the
rate-making formula.
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